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OPERATIONS COORDINATING BOARD 

August 18, 1959 


MEMORANDUM FOR: Mr. James S. Lay, Jr. 

Executive Secretary 
National Security Council 

SUBJECT: Report on Southeast Asia (NSC 5809) 


The attached "Report on Southeast Asia (NSC 5809)," covering 
the period from May 28, 1958 through August 12, 1959, was concurred 
in "by the Board on August 12, 1959, for transmittal to the National 
Security Council. 

This Report recommends a review of policy, on an urgent "basis, 
with respect to sections dealing with Singapore, in order to provide 
guidance for the new situation which has developed in Singapore with the 
granting of internal self-government and the victory of the leftist People 1 s 
Action Party on May 30, 1959. 

t'V 

Roy M. Melbourne 
Acting Executive Officer 


Attachment: 

Subject Report, dated August 12, 1959 
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OPERATIONS C COORDINATING BOARD 
17ashington 25, D. C. 


August 12, 1959 

REPORT ON SOUTHEAST ASIA. (NSC 5809) 
(Approved by the President, April 2, 1958) 
(Period Covered: From May 28, 1958 through August 12, 1959 



A, Adequacy of U. S. Policy in Mainland Southeast Asia (NSC 5809) 

1. Review of policy with respect to Singapore is recommended on an 
urgent basis, in order to provide guidance for the new situation which has 
developed in Singapore with the granting of internal self-government and 
the victory of the leftist People's Action Party on May 30, a development 
adverse to U. S. and free world interests. If this revision of policy is made, 
the review of U. S. Policy Toward the Far East (NSC 5429/5) should be 
kept in mind. 

B. Summary Evaluations of Progress made in Accomplishing U. S. 

Objectives 


2. There has been substantial progress toward meeting the objectives 
of NSC 5809 in most of the mainland countries of Southeast Asia. In Singa- 
pore, however, left-wing political elements won an overwhelming electoral 
victory. Friction between Cambodia and its pro-U. S. neighbors adverse- 
ly affected Cambodia's relations with the U. S. for some months but sub- 
sequently there was noticeable improvement. There has been an increased 
awareness of the communist threat. This increase was given new impetus by 
recent events in Tibet. The resolution of all governments in the area, ex- 
cept those in Singapore and Cambodia, to take a firm line in response to 
this threat was reflected in the political developments described below. 

United States political, economic, information and military assistance pro- 
grams have played a significant part in these developments. 

Regional cooperation in Southeast Asia has improved as a result not 
only of our own efforts to promote political and economic cooperation and to 
reduce specific areas of discord, but also because of increased Asian aware- 
ness of the Sino-Soviet threat and of the material benefits possible from 
regional development. This favorable trend has been facilitated by the fact 
that the Southeast Asian leaders feel able to work with one another due to 
similarities in governmental practice and political philosophy. Aggressive 
Chinese Communist policies in Tibet and elsewhere in Asia have given them 
a sense of urgency to draw together: regionally. The United States has 
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unobtrusively encouraged these developments afi&JS&pported some regional 
projects such as malaria eradication, a telecommunications system and the 
construction or improvement of trans-border highways, taking care to leave 
the initiative with the Asian leaders. 

3. Burma. There has been substantial progress toward the achieve- 
ment of United States objectives in Burma. The government of Prime 
Minister Ne Win has introduced stability and vigor into the conduct of Burma's 
domestic and international policy. | 


At the same time, the insurgents' relations with communist political organi- 
zations have been impaired by the arrest of communist political leaders 
engaged in liaison. Communist inf luence in labor, among the students, and 
in the press has been substantially reduced. | 


In its international policy, the Ne Win Government has made it 
clear that, although It may maintain an overt posture of neutrality because 
of its geographical position, it considers itself, in fact, ideologically aligned 
with the West and looks to the United States for support and leadership in 
many fields. 1 

Relationships between the United States and Burma are more cordial than 
they have ever been. At Burmese request, the United States has agreed to 
contribute substantially to the construction of a highway and university 
facilities as evidence of United States interest. By contrast, Burmese rela- 
tions with the Soviets have deteriorated sharply. Burma is curtailing its 
trade and aid relationships with the USSR and the press has been severely 
critical of Soviet Embassy conduct. In its relations with Communist China, 
Burma has moved much more cautiously but is stiffening its attitude toward 
the Peiping Government, particularly in the matter of a border settlement, 

4. Cambodia, A resurgence of severe tension in relations between 
Cambodia and its neighbors, particularly Viet -Nam, resulting from Cam- 
bodian conviction of Thai and Vietnamese involvement in two abortive anti- 
Sihanouk plots, threatened seriously to frustrate United States objectives 
in Cambodia during the early months of 1$59. Primarily because of our 
close- association with the anti-communist governments of Thailand and 
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Viet-Nam, the Cambodians also harbored strong suspicions of United States 
complicity in the coup plots and anti-American sentiment reached alarming 
proportions in February and March. The Communists profited from the 
situation by actively identifying themselves with the Cambodian side in the 
dispute and by the fact that preoccupation with opposition movements sup- 
ported by Thailand and Viet-Nam further distracted Cambodian attention 
from the threat of internal communist subversion. Communist influence 
in public information media continued to grow, although there is recent evi- 
dence of official alarm and attempts to right the balance in favor of a more 
strictly "neutral" news presentation. Repeated United States disclaimers 
of support for anti-Sihanouk activities, sympathetic United States responses 
<■ f wo messages from Prince Sihanouk, visits to Phnom Penh by high 

American officials and Cambodian fear of alienating the U. S. , have recently 
improved relations. At the same time, continuation of our economic and 
military aid programs during the period of stress probably had a favorable 
effect on the Cambodian Government. In this context, relations between 
French and U. S. officials in Cambodia have improved resulting in better 
cooperation in our mutual efforts to further free world objectives. No 
further significant moves were made by Cambodia toward the Sino -Soviet bloc. 
Relations with Thailand became more cordial and the deterioration in Cam- 
bodian relations with Viet-Nam was halted. These developments followed 
. by elimination of anti-Western persons from the cabinet, point to a pro-West 
oscillation in Cambodia’s orientation. 

5. Laos . Progress has been made in furthering United States objec- 
tives in Laos, particularly with reference to the strengthening of Lao political 
leadership, the improvement of Lao relations with other Southeast Asian 
countries, and in providing for the training of the Lao National Army. Since 
the grant of special powers in January to a new cabinet, there are indications 
that the prestige and morale of the Communist Neo Lao Hak Xat have de- 
teriorated, while those of the non-communists have improved. Stresses 
and strains continue between the older conservative leaders in the Lao Horn 
Lao and the younger elements in the Committee for the Defense of National 
Interests although both groups continued to participate in the government 
and recently have evidenced greater willingness to cooperate in the face of 
the NLHX threat. For the first time since Laos became independent, the 
Lao Government has recently been in a position to consider the long term prob- 
lem of developing the rural areas. For instance, through the rural aid 
program, means have been made available to provincial administrators to 
help villagers carry out small but important development projects. Re- 
sumption of communist guerrilla activities in July may reveal communist 
recognition of their inability to make progress by "soft" tactics in the face 
^ of the improving Lao Government position. However, the military situation 

i remains unclear and there is no conclusive evidence as to the exact composition, 
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Communists and that their minimum objective is the reactivation of the 
International Control Commission. Visits by the Foreign Ministers of 
the Republic of Viet-Nam, Cambodia and Thailand have served to improve 
the good relations of Laos with those countries and may pave the way for 
increased cooperation with Thailand and Viet-Nam. Strong British support 
of the Lao Government's opposition to communist efforts to reactivate the 
International Control Commission was another encouraging development. 

Although the Lao Government appears to have handled the insub- 
ordination of the former Pathet Lao battalion at Xieng Khouang in a moderate 
manner, this episode gives cause for concern on two grounds: first, the 
Lao Army displayed a disappointing lack of capacity to control a small 
scale internal security problem when it permitted the battalion to escape; 
second, communist bloc threats relating to this episode raised the possibility 
that the bloc may be planning either an accelerated subversive effort in 
support of the Neo Lao Hak Xat or a more serious move in Southeast Asia. 
Discussions in Paris at the end of May resulted in a general reconciliation 
of French and American views on means of improving the effectiveness of 
the Lao National Army through American participation in training in a man- 
ner that the French Government can justify in the light of its responsibilities 
under the 1954 Geneva Accords. The Lao Government has accepted French- 
American proposals, and a joint training program has been initiated. 

The generally increased pro-Western posture of Laos has included 
a greater appreciation of SEATO. However, neither the Lao Government 
nor the United States favors Laos joining SEATO at this time. 

Monetary reform, including the adoption of a realistic rate of 
exchange and free convertibility of the Lao currency, was undertaken by 
the Royal Lao Government on October 10, 1958. The reform has been 
successful in virtually eliminating previously widespread financial and com- 
mercial abuses and in essentially holding the line on inflation. A number of 
serious financial problems for the United States and for Laos, which existed 
in varying degrees of importance prior to the institution of monetary reform, 
remain unresolved: (1) Lao Government revenues remain strikingly low 
while expenditures have increased, thus aggravating the already sizeable 
civil budget deficit; (2) dollar reserves have substantially declined and have 
only been maintained above the "safe" level by periodic injections of cash 
grant dollars; (3) with the exception of POL (petroleum and other lubricants) 
products the use of Procurement Authorizations for imports has almost 
entirely ceased. 
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1952 constitution, appointed a Constituent As sefn&^esponsive to his wishes, 
ana named a small, competent cabinet. The maneuvering of certain of his 
colleagues to improve their chances of supplanting him should his health 
fail has waned with the renewal of his vigor. He has used his power in such 
a way as to win public confidence. He has not succeeded in eliminating 
graft and corruption from government, nor has he furthered the development 
of democratic concepts and practices. 

Sarit has stressed his desire to promote the economic develop- 
ment and the public welfare of Thailand. Efforts to promote foreign private 
investments have been initiated. United States technical and economic aid 
programs, as well as loans from the IBRD, DLF and Export-Import Bank, 

ZlTl ™ a maj ° r im P etus to Thailand's gradual economic progress. 
Although Thailand's economy is essentially sound its economic development 
continues to be hampered by basic deficiencies such as its dependence on 
fluctuating amounts of foreign exchange earned through agricultural exports 
which are subject to weather and market variations; its lack of investment and 
management experience; a weakness in public administration including budget- 
ary management; and its inadequate transportation, communications and 
power facilities. 

While some communist suspects arrested last October have been 
released, the government has maintained its active anti- communist policy, 
and the communists have been unable to resume public dissemination of 
propaganda. Some important arrests have been made recently but the Thai 
counter-subversion effort has not become sufficiently effective to stamp out 
covert communist party activities. ^ 

. . Sar^ has frequently publicized the threat of communism and has 

ma 2 d ru t'® **** SEAT °* The Thai ’ who ^ expansionist 
mainland China, have welcomed such signs of United States resistance to 

communist pressures as our firm position on the Berlin issue and our 
immediate and effective reaction to aggressive Chinese Communist acts 
m the Taiwan Straits last year. While for defense purpose Sarit desires 
continued substantial military assistance, he has recently indicated a preference 
for primary emphasis on economic aid. 


9. Viet-Nam 


. The Diem Government continued its strong political 
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controls which, while seemingly necessary at the time because of the internal 
security situation, continued to antagonize some of the Vietnamese elite. 

The government has shown parfiadar concern over an apparent intensifica- 
lon of communist terrorism and sabotage intended to interfere with Viet-Nam's 
economic progress and possibly to disrupt the forthcoming national assembly 
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elections. The government has undertaken or planned such countermeasures 
as the use of armed force, special military courts for the prompt trial of 
terrorists, the removal of peasants from isolated spots to larger villages, 
and the publicizing of internal security incidents to counteract the "peaceful" 
propaganda of the North Vietnamese communist regime. Vietnamese mili- 
tary forces have improved under the MAAG training program, but the con- 
tinuance of training at present levels would be inhibited by any action of the 
International Control Commission arising from its opposition to the indefinite 
retention in Viet-Nam of certain United States military personnel originally 
sent out for equipment salvage work and now largely used to supplement 
MAAG personnel in training duties. This necessitates efforts to work out 
with the Canadian, British and Indian Governments an acceptable basis in 
consonance with the Geneva Accords for an increase in MAAG personnel 
adequate to replace the special mission personnel referred to above. Imple- 
mentation of the United States aid project for re-training and re-equipping 
the Civil Guard has begun with the signing of the ICA project agreement with 
the Vietnamese Government and the despatch of ICA personnel to administer 
this project in Saigon. In spite of substantial U.S. assistance, economic 
development though progressing, is below that which is politically desir- 
able. 
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